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SUBJECT: TAKE-OVER BY PUNJAB PROVINCIAL GOVERNMENT 
OF FERTILIZER DISTRIBUTION 

REF: A. ISLAMABAD 7971; B. ISLAMABAD 8032 

1. DURING CONVERSATION WITH GEORGE SWEENEY OF ESSO 
FERTILIZER TODAY, HE INFORMED ME THAT FINAL CLAUSE IN 
PUNJAB ORDER CONCERNING TAKE-OVER OF FERTILIZER DISTRIBU- 
TION STATES THAT NO PRIVATE ORGANIZATION MAY CONTINUE 
DISTRIBUTE FERTILIZER AFTER OCTOBER 5 WITHOUT PRIOR APPROVAL 
OF GOVERNMENT OF PUNJAB. IN BELIEF THAT THIS CLAUSE 
"LEAVES DOOR OPEN" TO FURTHER ESSO DISTRIBUTION ACTIVITIES 

IN PUNJAB, SWEENEY NOW APPLYING FOR SUCH APPROVAL ON 

BASIS OF AGREEMENT COVERING DISTRIBUTION NOW IN FORCE BETWEEN 

ESSO FERTILIZER AND GOP. 

2. SWEENEY ADDED GOVERNMENT OF SIND HAD ALSO BEEN FLIRTING 
WITH IDEA OF FERTILIZER DISTRIBUTION TAKE-OVER HERE BUT 
THAT DURING AUGUST HE HAD RECEIVED LETTER FROM SIND GOVERN- 
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CENTRAL GOVERNMENT THAT RIGHT OF DISTRIBUTION THROUGH 
ESSO'S OWN NETWORK WAS PART OF AGREEMENT BETWEEN ESSO 
AND GOP AND THAT ESSO WOULD, THEREFORE, BE ALLOWED TO 
CONTINUE DISTRIBUTION ACTIVITIES IN SIND. SWEENEY HAS 
SENT COPY SIND GOVERNMENT LETTER TO PUNJAB GOVERNMENT AS 
PRECEDENT TO BACK UP HIS REQUEST FOR PERMISSION CONTINUE 
DISTRIBUTE IN PUNJAB. 

3. BY WAY OF BACKGROUND SWEENEY SAID 14 PERCENT ESSO 
FERTILIZER PRODUCTION DISTRIBUTED IN PUNJAB AND REMAINING 
86 PERCENT IN SIND. ALTHOUGH SIND GOVERNMENT HAS NOT 
INTERFERED WITH ESSO DISTRIBUTION ACTIVITIES IN SIND, 

GOS HAS QUIETLY REFUSED ALLOCATE FERTILIZER IMPORTS 
TO OTHER PRIVATE SECTOR DISTRIBUTORS HERE, THUS BRINGING 
THEIR ACTIVITIES TO A HALT. 

4. COMMENT: CONGEN AND SWEENEY BOTH FIND TIMING OF 
PUNJAB GOVERNMENT ANNOUNCEMENT ON TOTAL STATE TRADING 
IN FERTILIZER, IF INTENDED TO BE APPLICABLE TO U.S. FIRMS, 

TO BE EXTRAORDINARY AND POSSIBLY UNCOORDINATED WITH 
CENTRAL GOVERNMENT POLICY, SINCE ACTION TO ABROGATE IMPORTANT 
PART OF AGREEMENT WITH ESSO COULD RESULT IN HIGHLY UN- 
FAVORABLE REACTION FROM U.S. HOME OFFICE DURING SENSITIVE 
PERIOD OF BHUTTO VISIT. WOULD SEEM, THEREFORE, THAT 
LOOPHOLE IN FINAL CLAUSE OF PUNJAB ORDER MAY TURN OUT TO BE 
A REAL ONE FOR ESSO, IF ONLY AS RESULT OF PRESSURE 
EXERTED FROM ISLAMABAD ON LAHORE. 
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